Rge\%"ﬁeﬁg 'Ci COST OF CAPITAL STUDY

Washington State
YIELD CAPITALIZATION

2012 ASSESSMENT YEAR

APPENDIX C
EQUITY RATE 11.00%
CAPITAL ASSET PRICING MODEL PAGE
CAPM Ex Post 6.66% 5
CAPM Ex Ante 7.70% 6
DIVIDEND GROWTH MODELS
Value Line, based on Dividends Growth 9.00% 8
Value Line, based on Earnings Growth 10.50% 9
Value Line, based on Return on Equity 9.50% 10
RANGE 6.66 - 10.50%
DEBT RATE 6.00% 11
MARKET CAPITAL STRUCTURE
Equity 50% x 11.00% = 5.50%
Debt 50% X  6.00% = 3.00% 3
Marginal Tax Rate 38% = (1-.38) X 3.00% 1.86%

WEIGHTED AVERAGE COST OF CAPITAL 7.36%




SUPPORT FOR GUIDELINE COMPANIES
WASHINGTON STATE DEPARTMENT OF REVENUE

2012 ASSESSMENT YEAR
ELECTRIC IPP

Capital Structure at Book Value

Company Ticker | Beta RF;{; 3:;": Common Stock % Preferred Stock % Long Term Debt % Total Debt & Equity
AES Corp aes 1.20 19.3 1.3% 5,943,430,707 | 22.8% - 0.0% 20,116,000,000 | 77.2% 26,059,430,707
American Elec Power aep 0.70 12.4 4.9% 14,656,386,696 = 49.0% 61,000,000 | 0.2% 15,183,000,000 @ 50.8% 29,900,386,696
Dominion Resources D 0.70 16.2 4.2% 11,449,181,703 | 39.7% 257,000,000 @ 0.9% 17,153,000,000 @ 59.4% 28,859,181,703
Dynegy Inc dyn 1.35 nmf nil 1,110,655,234 | 40.1% - 0.0% 1,656,000,000 & 59.9% 2,766,655,234
El Paso Electric ee 0.75 13.9 3.1% 815,067,218 | 50.0% - 0.0% 816,500,000 | 50.0% 1,631,567,218
Entergy etr 0.70 13.0 4.8% 8,960,638,198 | 45.8% 310,700,000 1.6% 10,281,000,000 @ 52.6% 19,552,338,198
GenOn Energy gen nmf nmf nil 5,116,324,517 55.4% - 0.0% 4,122,000,000 | 44.6% 9,238,324,517
NRG Energy nrg 1.10 nmf 2.2% 7,668,434,842 | 43.4% 248,000,000 1.4% 9,745,000,000 = 55.2% 17,661,434,842
PPL Corp ppl 0.65 11.4 5.2% 10,785,269,021 | 37.6% 250,000,000 @ 0.9% 17,675,000,000  61.6% 28,710,269,021
Sempra Energy sre 0.80 12.3 3.7% 9,904,509,006 @ 49.4% 99,000,000 | 0.5% 10,033,000,000 @ 50.1% 20,036,509,006
TransAlta tac 0.70 21.0 6.1% 3,633,280,000 | 45.9% 562,000,000  7.1% 3,721,000,000 | 47.0% 7,916,280,000
Mean 0.87 14.9 3.9% 7,276,652,467 | 43.6% 1.1% 10,045,590,909 55.3%
Weighted Mean 80,043,177,142 41.6% 1,787,700,000 0.9% 110,501,500,000 57.5% 192,332,377,142
Median 4.2% 45.8% 0.5% 52.6%




SUPPORT FOR CAPITAL STRUCTURE

MARKET VALUE
WASHINGTON STATE DEPARTMENT OF REVENUE
2012 ASSESSMENT YEAR
ELECTRIC IPP
Capital Structure at Market Value
Company Ticker A\?;:::e Common Shares Common Stock % Preferred Stock % Long Term Debt % Total Debt & Equity
AES Corp aes 11.218 765,906,019 8,592,189,023 27.9% - 0.0% 22,200,955,338 721% 30,793,144,361
American Elec Power aep 38.845 482,912,247 18,758,726,235 54.3% 61,000,000 0.2% 15,731,023,303 45.5% 34,550,749,538
Dominion Resources D 50.982 569,611,030 29,039,719,661 59.0% 257,000,000 0.5% 19,904,825,357 40.5% 49,201,545,018
Dynegy Inc dyn 3.195 122,710,776 392,060,929 26.4% - 0.0% 1,092,797,286 73.6% 1,484,858,215
El Paso Electric ee 32.932 40,250,233 1,325,507,256 57.9% - 0.0% 964,123,200 42.1% 2,289,630,456
Entergy etr 68.823 176,355,800 12,137,394,009 52.5% 310,700,000 1.3% 10,652,087,899 46.1% 23,100,181,908
GenOn Energy gen 2.707 771,692,989 2,088,715,690 32.8% - 0.0% 4,270,781,667 67.2% 6,359,497,358
NRG Energy nrg 19.908 227,685,120 4,532,831,264 30.9% 248,000,000 1.7% 9,870,492,978 67.4% 14,651,324,242
PPL Corp ppl 28.953 578,298,607 16,743,672,335 46.6% 250,000,000 0.7% 18,921,706,125 52.7% 35,915,378,460
Sempra Energy sre 52.667 239,818,620 12,630,447,320 54.6% 99,000,000 0.4% 10,395,136,455 45.0% 23,124,583,775
TransAlta tac 21.118 224,000,000 4,730,506,667 51.7% 562,000,000 6.1% 3,855,307,759 42.1% 9,147,814,426
Mean 45.0% 1.0% 54.0%
Weighted Mean 110,971,770,389 48.1% 1,787,700,000 0.8% 117,859,237,368 51.1% 230,618,707,757
Median 51.7% 0.4% 46.1%
Max 59.0% 6.1% 73.6%
Min 26.4% 0.0% 40.5%|
Source: Target 50% 0% 50% 100%

Stock Price: Yahoo
Market Value Debt: Bond Analysis




SUPPORT FOR MARKET MULTIPLES
WASHINGTON STATE DEPARTMENT OF REVENUE
2012 ASSESSMENT YEAR

ELECTRIC IPP

Company Ticker S::;:k Revenues Multiple fli‘;': Multiple Earnings Multiple \233: Multiple
AES Corp aes 11.218 22.550 0.5 2.23 5.0 0.07 160.3 7.76 1.4
American Elec Power aep 38.845 31.300 1.2 6.70 5.8 3.13 12.4 30.35 1.3
Dominion Resources D 50.982 25.250 2.0 5.05 10.1 2.76 18.5 20.10 2.5
Dynegy Inc dyn 3.195 12.901 0.2 3.08 1.0 0.27 12.0 9.05 0.4
El Paso Electric ee 32.932 22.750 1.4 5.65 5.8 2.55 12.9 20.25 1.6
Entergy etr 68.823 63.670 1.1 17.53 3.9 7.55 9.1 50.81 1.4
GenOn Energy gen 2.707 4.680 0.6 0.24 11.3 (0.24) nmf 6.63 0.4
NRG Energy nrg 19.908 38.870 0.5 4.76 4.2 0.78 25.5 33.68 0.6
PPL Corp ppl 28.953 22.050 1.3 4.60 6.3 2.61 11.1 18.65 1.6
Sempra Energy sre 52.667 41.650 1.3 8.55 6.2 4.35 12.1 41.30 1.3
TransAlta tac 21.118 11.900 1.8 3.91 5.4 1.31 16.1 16.22 1.3
Mean 1.1 5.9 29.0 1.2
Median 1.2 5.8 12.7 1.3

Trimmed Mean 13.0
Max 2.0 11.3 160.3 2.5
Min 0.2 1.0 9.1 0.4
Std Dev 0.6 2.8 46.4 0.6
Coefficient of Variation 0.5 0.5 1.6 0.5
Say 1.2 5.8 13.0 1.3




SUPPORT FOR YIELD CAPITALIZATION EQUITY COMPONENT

CAPITAL ASSET PRICING MODEL
WASHINGTON STATE DEPARTMENT OF REVENUE
2012 ASSESSMENT YEAR

ELECTRIC IPP

Ex

Ke = Rf + B (Rm-Rf)

Post

Ke = Cost of Equity 6.66%
to page 1

Rf = risk free rate 2.90%

Rp = risk premium 4.70%
B = Beta 0.80 page 7
Rp = Risk Premium (Rm-Rf) 4.70%
to above

2012 Ibbotson Risk Premia Over Time Report, Page 6
9.8% Large Company Geometric Rm
less 5.1% Average Historical Rf Income Return

Rf = Risk Free Rate 2.90%
to above

2012 Ibbotson Risk Premia Over Time Report, Page 7

Long Term (20 years) US Treasury Bond Yield 2.48%
Value Line Investment Survey, Selected Yields January 6, 2012, page 1821
US Treasury Securities year end data
30 year 2.92%
30 year Zero 3.02%

Federal Reserve Statistical Release (http:/www.federalreserve.gov/Releases/H15/Current/)

Treasury Constant Maturities

20 year
30 year
20 year TIPS

2.57%
2.89%
0.53%
2.04% Inflation Indication

2.20%




SUPPORT FOR YIELD CAPITALIZATION EQUITY COMPONENT
CAPITAL ASSET PRICING MODEL
WASHINGTON STATE DEPARTMENT OF REVENUE

2012 ASSESSMENT YEAR
ELECTRIC IPP
Ex Ante
Ke = Rf + B (Rp)
Ke = Cost of Equity 7.70%
to page 1
Rm = rate of return 8.90%
Rf risk free rate 2.90%
Rp = risk premium 6.00%
B = Beta 0.80 page 7
Rp = Risk Premium 6.00%
to above
Shannon Pratt and Roger Grabowski 3.50 - 6.00%
Cost of Capital, Applications and Examples, Third Edition,
2008, Page 113
Dr. Aswath Damodaran 6.04%
http://pages.stern.nyu.edu/~adamodar/
2012 Implied Premium
Ibbotson 6.14%
2012 Risk Premia Over Time Report, Page 4
Long-horizon expected ERP (supply side)
John Graham & Campbell Harvey 3.85% December 2011
Duke CFO Outlook Survey 3.30% 10 year average
2.39-4.74% 10 year average range
Rf = Risk Free Rate 2.90%
to above
2012 Ibbotson Risk Premia Over Time Report, Page 7
Long Term (20 years) US Treasury Bond Yield 2.48%
Value Line Investment Survey, Selected Yields January 6, 2012, page 1821
US Treasury Securities year end data
30 year 2.92%
30 year Zero 3.02%

Federal Reserve Statistical Release (http:/www.federalreserve.gov/Releases/H15/Current/)
Treasury Constant Maturities

20 year
30 year
20 year TIPS

2.57%
2.89%
0.53%
2.04%

Inflation Indication

2.20%




BETA CALCULATION FOR CAPM

WASHINGTON STATE DEPARTMENT OF REVENUE

2012 ASSESSMENT YEAR
ELECTRIC IPP
Company Ticker Value Line
AES Corp aes 1.20
American Elec Power aep 0.70
Dominion Resources D 0.70
Dynegy Inc dyn 1.35
El Paso Electric ee 0.75
Entergy etr 0.70
GenOn Energy gen nmf
NRG Energy nrg 1.10
PPL Corp ppl 0.65
Sempra Energy sre 0.80
TransAlta tac 0.70
Mean 0.87
Median 0.73
Max 1.35
Min 0.65
Source: Value Line-five year, weekly Say 0.80




SUPPORT FOR YIELD CAPITALIZATION EQUITY COMPONENT
DIVIDEND GROWTH MODEL

WASHINGTON STATE DEPARTMENT OF REVENUE

2012 ASSESSMENT YEAR

ELECTRIC IPP

Based on Dividend Growth

Ke = (D1 / Po) + G
Ke = Cost of Equity

D1 = Expected Dividends
Po = Current Price

G = Sustainable Growth

) St?ck E)_q:tected Dlv!dend Dividend
Company Ticker Price Dividend Yield Growth (G) Ke
(Po) (D1) (D1/Po)
AES Corp aes 11.218 0.17 1.52% nil nmf
American Elec Power aep 38.845 1.90 4.89% 3.50% 8.39%
Dominion Resources D 50.982 2.11 4.14% 6.00% 10.14%
Dynegy Inc dyn 3.195 nil nmf nil nmf
El Paso Electric ee 32.932 1.08 3.28% nmf nmf
Entergy etr 68.823 3.32 4.82% 2.00% 6.82%
GenOn Energy gen 2.707 nil nmf nil nmf
NRG Energy nrg 19.908 0.18 0.90% nil nmf
PPL Corp ppl 28.953 1.44 4.97% 3.00% 7.97%
Sempra Energy sre 52.667 2.08 3.95% 9.00% 12.95%
TransAlta tac 21.118 1.20 5.68% 2.50% 8.18%
Mean 9.08%
Median 8.29%
Max 12.95%
Min 6.82%
Source: Value Line Projections to 13-15 Say 9.00%




SUPPORT FOR YIELD CAPITALIZATION EQUITY COMPONENT
DIVIDEND GROWTH MODEL
WASHINGTON STATE DEPARTMENT OF REVENUE

2012 ASSESSMENT YEAR
ELECTRIC IPP
Based on Earnings Growth
Ke = (D1 / Po) + G
Ke = Cost of Equity
D1 = Expected Dividends
Po = Current Price
G = Sustainable Growth
Compan Ticker Stock Price E?vpi:g\e: Dividend Yield| Earnings Ke
pany (Po) 1) (D1/Po) Growth (G)
AES Corp aes 11.218 0.17 1.52% 13.00% 14.52%
American Elec Power aep 38.845 1.90 4.89% 4.00% 8.89%
Dominion Resources D 50.982 2.1 4.14% 5.00% 9.14%
Dynegy Inc dyn 3.195 nil nmf nmf nmf
El Paso Electric ee 32.932 1.08 3.28% 7.50% 10.78%
Entergy etr 68.823 3.32 4.82% -1.50% nmf
GenOn Energy gen 2.707 nil nmf nmf nmf
NRG Energy nrg 19.908 0.18 0.90% -3.50% nmf
PPL Corp pp! 28.953 1.44 4.97% 5.00% 9.97%
Sempra Energy sre 52.667 2.08 3.95% 4.50% 8.45%
TransAlta tac 21.118 1.20 5.68% 12.00% 17.68%
Mean 11.35%
Median 9.97%
Trimmed Mean 9.45%
Max 17.68%
Min 8.45%
Source: Value Line Projections to 13-15 Say 10.50%




SUPPORT FOR YIELD CAPITALIZATION EQUITY COMPONENT
DIVIDEND GROWTH MODEL
WASHINGTON STATE DEPARTMENT OF REVENUE

2012 ASSESSMENT YEAR
ELECTRIC IPP
Based on Return on Equity
Ke = (D1 / Po) + G
Ke = Cost of Equity
D1 = Expected Dividends
Po = Current Price
G = Sustainable Growth
b = Retained Earnings (plowback)
ROE = Return on Equity
Value Line
Expected Dividend
- Stock i . b (1-payout Growth
Company Ticker . Dividend Yield . ROE " Ke
Price (Po) (D1) (D1/Po) ratio) (b*ROE)
AES Corp aes 11.218 0.17 1.52% nmf 7.50% nmf nmf
American Elec Power aep 38.845 1.90 4.89% 40.0% 10.50% 4.20% 9.09%
Dominion Resources D 50.982 2.1 4.14% 29.0% 13.90% 4.03% 8.17%
Dynegy Inc dyn 3.195 nil nmf nmf nmf nmf nmf
El Paso Electric ee 32.932 1.08 3.28% 74.0% 13.00% 9.62% 12.90%
Entergy etr 68.823 3.32 4.82% 55.0% 15.00% 8.25% 13.07%
GenOn Energy gen 2.707 nil nmf nmf nmf nmf nmf
NRG Energy nrg 19.908 0.18 0.90% 95.0% 2.50% 2.38% 3.28%
PPL Corp ppl 28.953 1.44 4.97% 48.0% 13.40% 6.43% 11.41%
Sempra Energy sre 52.667 2.08 3.95% 56.0% 10.50% 5.88% 9.83%
TransAlta tac 21.118 1.20 5.68% 24.0% 11.20% 2.69% 8.37%
Mean 9.51%
Median 9.46%
Max 13.07%
Min 3.28%
Say 9.50%



SUPPORT FOR DEBT RATING AND DEBT YIELD RATE
WASHINGTON STATE DEPARTMENT OF REVENUE

2012 ASSESSMENT YEAR
ELECTRIC IPP

Company Ticker Merg_ent s S&P Ratings| WAYTM
Ratings

AES Corp aes Ba3 BB- 5.58%
American Elec Power aep BBB 1.37%
Dominion Resources D Baa2 3.34%
Dynegy Inc dyn cC 21.74%
El Paso Electric ee BBB 4.68%
Entergy etr BBB
GenOn Energy gen B
NRG Energy nrg Bl BB- 7.30%
PPL Corp pp! Baa2 BBB 4.73%
Sempra Energy sre Baal BBB+
TransAlta tac BBB
Overall Average Debt Rating Bal BB+ 6.96%

bond analysis, A-BBB bonds

All issues 20+ year maturities

Guideline Companies, All Ratings

7.20% 4.99%

bond analysis page 12

Mergent's Bond Record January 2012, page 140

Corporate Aaa Aa A Baa
October 3.98% 4.16% 4.54% 5.37%
November 3.87% 3.97% 4.34% 5.14%
December 3.93% 4.03% 4.40% 5.25%
4th Qtr Average 3.93% 4.05% 4.43% 5.25%
Debt Yield Rate 6.00%

to page 1



Electric IPP

Company type
AES Corp Sr Nt
AES Corp Sr Nt
AES Corp Sr Nt
AES Corp Sr Nt
AES Corp Sr Nt
AES Corp Sr Nt
AES Corp Sr Nt
7
American Elec Power  Sr Nt
1
Dominion Resources ~ Sr Nt
Dominion Resources ~ Sr Nt
Dominion Resources ~ Sr Nt
Dominion Resources ~ Sr Nt
Dominion Resources ~ Sr Nt
Dominion Resources ~ Sr Nt
Dominion Resources ~ Sr Nt
Dominion Resources ~ Sr Nt
Dominion Resources ~ Sr Nt
Dominion Resources  Jr Sub Nt
Dominion Resources  Jr Sub Nt
Dominion Resources Nt
Dominion Resources Nt
13
Dynegy Holdings Sr Nt
Dynegy Holdings Sr Nt
Dynegy Holdings Sr Nt
3
El Paso Electric Sr Nt
1
NRG Energy Sr Nt
NRG Energy Sr Nt
NRG Energy Sr Nt
NRG Energy Sr Nt
NRG Energy Sr Nt
NRG Energy Sr Nt
NRG Energy Sr Nt
NRG Energy Sr Nt
8
PPL Capital Funding Nt
PPL Energy Supply Sr Nt
PPL Energy Supply Sr Nt
PPL Energy Supply Sr Nt
PPL Energy Supply Sr Nt
5

Call

700

100

1300

300

100

800

500

coupon
9.750
9.745
7.750
8.000
8.000
8.000
7.375

5.250

6.400
6.000
5.950
6.300
6.750
5.600
8.875
5.200
4.900
7.500
2.879
5.150
4.450

7.750
8.375
7.500

6.000

7.875
8.250
8.250
8.250
7.625
7.375
7.375
7.625

6.700
6.200
6.500
6.000
5.700

maturity Price 12/11

2016
2016
2015
2017
2020
2020
2021
sum
2015
sum
2018
2017
2035
2033
2032
2016
2019
2019
2041
2066
2066
2015
2021
sum
2019
2016
2015
sum
2035
sum
2021
2020
2020
2020
2019
2017
2016
2018
sum
2067
2016
2018
2036
2035
sum

114.50
114.50
108.75
110.00
110.00
110.00
107.75
775.50
109.48
109.48
120.68
117.97
119.01
124.98
130.08
116.16
132.70
115.43
107.98
105.00
84.03
111.45
111.38
1496.85
65.50
66.50
66.00
198.00
118.08
118.08
97.50
100.50
100.50
100.50
98.00
103.75
103.68
100.00
804.43
97.55
111.52
113.70
105.14
108.50
536.41

Source: Standard & Poor's Bond Guide, January 2012, 2011 Yr End Prices

Company

type

Call

coupon

maturity Price 12/11

P PO PP PP P PP PO

©» P PP PP PP

Issued / Book
535,000,000
535,000,000
500,000,000

1,500,000,000
625,000,000
625,000,000

1,000,000,000
5,320,000,000
300,000,000
300,000,000
500,000,000
350,000,000
500,000,000
600,000,000
600,000,000
250,000,000
600,000,000
500,000,000
500,000,000
300,000,000
500,000,000
500,000,000
500,000,000
6,200,000,000
1,100,000,000
1,047,000,000
550,000,000
2,697,000,000
400,000,000
400,000,000
1,200,000,000
1,100,000,000
1,100,000,000
1,100,000,000
800,000,000
1,100,000,000
3,600,000,000
1,200,000,000
11,200,000,000
500,000,000
500,000,000
400,000,000
300,000,000
300,000,000
2,000,000,000

28,117,000,000

Issued / Book

current yield yield to maturity WAYTM

8.52%
8.51%
7.13%
7.27%
7.27%
7.27%
6.84%
Percent of book
4.80%
Percent of book
5.30%
5.09%
5.00%
5.04%
5.19%
4.82%
6.69%
4.50%
4.54%
7.14%
3.43%
4.62%
4.00%
Percent of book
11.83%
12.59%
11.36%
Percent of book
5.08%
Percent of book
8.08%
8.21%
8.21%
8.21%
7.78%
711%
711%
7.63%
Percent of book
6.87%
5.56%
5.72%
5.71%
5.25%
Percent of book

5.12%
5.12%
4.00%
5.44%
6.29%
6.29%
6.18%
110.79%
1.37%
109.48%
2.35%
1.81%
4.58%
4.42%
4.42%
0.89%
3.22%
2.59%
4.40%
7.13%
3.55%
0.53%
2.92%
115.14%
16.89%
23.43%
28.23%
66.00%
4.68%
118.08%
8.30%
8.16%
8.16%
8.16%
8.03%
6.39%
6.17%
7.63%
100.55%
6.87%
2.71%
3.70%
5.60%
5.06%
107.28%

0.10%
0.10%
0.07%
0.29%
0.14%
0.14%
0.22%
1.06%
0.01%
0.01%
0.04%
0.02%
0.08%
0.09%
0.09%
0.01%
0.07%
0.05%
0.08%
0.08%
0.06%
0.01%
0.05%
0.74%
0.66%
0.87%
0.55%
2.09%
0.07%
0.07%
0.35%
0.32%
0.32%
0.32%
0.23%
0.25%
0.79%
0.33%
2.91%
0.12%
0.05%
0.05%
0.06%
0.05%
0.34%

7.20%

Rating
BB-

Total

This includes short term. For 20+ year maturities see below

current yield yield to maturity WAYTM

Rating

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

Mkt Val
612,575,000
612,575,000
543,750,000

1,650,000,000
687,500,000
687,500,000

1,077,500,000
5,871,400,000
328,440,000
328,440,000
603,400,000
412,895,000
595,050,000
749,880,000
780,480,000
290,400,000
796,200,000
577,150,000
539,900,000
315,000,000
420,150,000
557,250,000
556,900,000
7,194,655,000
720,500,000
696,255,000
363,000,000
1,779,755,000
472,320,000
472,320,000
1,170,000,000
1,105,500,000
1,105,500,000
1,105,500,000
784,000,000
1,141,250,000
3,732,480,000
1,200,000,000
11,344,230,000
487,750,000
557,600,000
454,800,000
315,420,000
325,500,000
2,141,070,000

29,131,870,000

Mkt Val

Mkt : Book Embedded |

114.50%
114.50%
108.75%
110.00%
110.00%
110.00%
107.75%
110.36%
109.48%
109.48%
120.68%
117.97%
119.01%
124.98%
130.08%
116.16%
132.70%
115.43%
107.98%
105.00%

84.03%
111.45%
111.38%
116.04%

65.50%

66.50%

66.00%

65.99%
118.08%
118.08%

97.50%
100.50%
100.50%
100.50%

98.00%
103.75%
103.68%
100.00%
101.29%

97.55%
111.52%
113.70%
105.14%
108.50%
107.05%

103.61%

8.21%

5.25%

5.87%

7.94%

6.00%

7.73%

6.28%

7.28%

Mkt : Book Embedded |

Debt Service
52,162,500
52,135,750
38,750,000

120,000,000
50,000,000
50,000,000
73,750,000

436,798,250
15,750,000
15,750,000
32,000,000
21,000,000
29,750,000
37,800,000
40,500,000
14,000,000
53,250,000
26,000,000
24,500,000
22,500,000
14,395,000
25,750,000
22,250,000

363,695,000
85,250,000
87,686,250
41,250,000

214,186,250
24,000,000
24,000,000
94,500,000
90,750,000
90,750,000
90,750,000
61,000,000
81,125,000

265,500,000
91,500,000

$ 865,875,000
33,500,000
31,000,000
26,000,000
18,000,000
17,100,000

$ 125,600,000

$  2,045,904,500

Debt Service

CO WAYTM
0.005148837
0.005144254
0.003761697
0.015325294
0.007385992
0.007385992
0.011608684

5.58%
0.013669794
1.37%
0.001893607
0.001019652
0.003692606
0.004279194
0.004274569
0.000358892
0.003115427
0.002088852
0.003550895
0.003451997
0.002862613
0.000425527
0.002353938
3.34%
0.068899304
0.090960194
0.057578715
21.74%
0.04683023
4.68%
0.008889089
0.008012582
0.008012582
0.008012582
0.005737074

0.00627584

0.01984459
0.008169643

7.30%
0.017182525
0.006764869
0.007402585
0.008401998
0.007588133

4.73%

6.96%



DATA INPUT

WASHINGTON STATE DEPARTMENT OF REVENUE

2012 ASSESSMENT YEAR

ELECTRIC IPP

Instructions: Data entered on this page will flow to the applicable worksheets.

div to earnings

Wtd Avg

Payout

Guideline Companies Stock Price Revenues Cash Flow Earnings Dividends Bk Value Common Calculated Debt YTM Payout Ratio Ratio ROE
Name Ticker (4th Qtr Avg) Per Share Per Share Per Share Per Share Stock Shares mk to bk calculated VL VL
AES Corp aes 11.218 22.55 2.23 0.07 nil 7.76 765,906,019 110.36% 5.58% nil 7.5%
American Elec Power aep 38.845 31.30 6.70 3.13 1.85 30.35 482,912,247 103.61% 1.37% 59% 60% 10.5%
Dominion Resources D 50.982 25.25 5.05 2.76 1.97 20.10 569,611,030 116.04% 3.34% 71% 71% 13.9%
Dynegy Inc dyn 3.195 12.90 3.08 0.27 nil 9.05 122,710,776 65.99% 21.74% nil nmf
El Paso Electric ee 32.932 22.75 5.65 2.55 0.66 20.25 40,250,233 118.08% 4.68% 26% 26% 13.0%
Entergy etr 68.823 63.67 17.53 7.55 3.32 50.81 176,355,800 103.61% 44% 45% 15.0%
GenOn Energy gen 2.707 4.68 0.24 (0.24) nil 6.63 771,692,989 103.61% nil nmf
NRG Energy nrg 19.908 38.87 4.76 0.78 nil 33.68 227,685,120 101.29% 7.30% 5% 2.5%
PPL Corp pp! 28.953 22.05 4.60 2.61 1.40 18.65 578,298,607 107.05% 4.73% 54% 52% 13.4%
Sempra Energy sre 52.667 41.65 8.55 4.35 1.92 41.30 239,818,620 103.61% 44% 44% 10.5%
TransAlta tac 21.118 11.90 3.91 1.31 1.16 16.22 224,000,000 103.61% 89% 76% 11.2%
Value Line December 31, 2010 Yahoo Value Line Value Line Value Line Value Line Value Line Value Line Bond analysis Bond analysis calculated Value Line Value Line

103.35%
103.61%




SUPPORT FOR DIRECT CAPITALIZATION EQUITY COMPONENT
WASHINGTON STATE DEPARTMENT OF REVENUE

2012 ASSESSMENT YEAR
ELECTRIC IPP

2011 2012 2011 2012
Company Ticker Stock ActL!aI Earnings Ear'::-i?']::t::tio Cash Flow Ratio Projected (.:ash
Average Ratio (EPS/P) (PEPS/P) (CF/P) Flow Ratio
AES Corp aes 11.22 0.07 0.62% 1.30 11.59% 2.23 19.88% 3.00 26.74%
American Elec Power aep 38.85 3.13 8.06% 3.20 8.24% 6.70 17.25% 7.00 18.02%
Dominion Resources D 50.98 2.76 5.41% 3.15 6.18% 5.05 9.91% 5.65 11.08%
Dynegy Inc dyn 3.20 0.27 8.33% nmf nmf 3.08 96.31% nmf nmf
El Paso Electric ee 32.93 2.55 7.74% 2.40 7.29% 5.65 17.16% 5.65 17.16%
Entergy etr 68.82 7.55 10.97% 5.40 7.85% 17.53 25.47% 15.65 22.74%
GenOn Energy gen 2.71 (0.24) nmf (0.35) nmf 0.24 8.87% 0.25 9.24%
NRG Energy nrg 19.91 0.78 3.92% 0.85 4.27% 4.76 23.91% 4.85 24.36%
PPL Corp ppl 28.95 2.61 9.01% 2.30 7.94% 4.60 15.89% 4.45 15.37%
Sempra Energy sre 52.67 4.35 8.26% 4.60 8.73% 8.55 16.23% 9.20 17.47%
TransAlta tac 21.12 1.31 6.20% 1.10 5.21% 3.91 18.51% 3.55 16.81%
Mean 6.85% 7.48% 24.49% 17.90%
Median 7.90% 7.85% 17.25% 17.31%
Trimmed Mean 17.31%
Max 10.97% 11.59% 96.31% 26.74%
Min 0.62% 4.27% 8.87% 9.24%
Source: Say 7.70% 7.60% 17.00% 17.50%

Actual earnings: Value Line / Q4 average stock price
Estimated Earnings: Value Line / Q4 average stock price
Actual Cash Flow: Value Line / Q4 average stock price

Estimated Cash Flow: Value Line / Q4 average stock price



AVERAGE FOURTH QUARTER STOCK PRICE

WASHINGTON STATE DEPARTMENT OF REVENUE
2012 ASSESSMENT YEAR

ELECTRIC IPP

AES Corp aes

Date Open High Low Close Volume Adj Close
12/1/2011 12.01 1224 11.43 11.84 5362200 11.84
11/1/2011 10.80 12.14 10.80 12.08 6160400 12.08
10/3/2011 9.68 11.70 9.00 11.22 6729300 11.22

AEP Corp aep

Date Open High Low Close Volume Adj Close
12/1/2011 39.50 41.71 38.43 41.31 3346300 41.31
11/1/2011 38.70 40.08 37.00 39.68 4180600 39.68
10/3/2011 38.00 40.00 35.85 39.28 3710900 38.82

Dominion Resources D

Date Open High Low Close Volume Adj Close
12/1/2011 51.43 53.59 50.00 53.08 2528500 53.08
11/1/2011 50.50 52.68 49.06 51.62 2896300 51.62
10/3/2011 50.58 52.35 48.21 51.59 2961100 51.09

Dynegy Inc dyn

Date Open High Low Close Volume Adj Close
12/1/2011 2.92 3.32 2.40 2.77 1503700 2.77
11/1/2011 3.57 4.13 2.22 2.95 3273400 2.95
10/3/2011 4.06 4.10 3.00 3.67 1933100 3.67

El Paso Electric ee

Date Open High Low Close Volume Adj Close
12/1/2011 3455 35.71 32.48 34.64 298200 34.64
11/1/2011 31.06 34.85 31.06 34.52 333700 34.29
10/3/2011 32.02 33.20 30.29 32.03 424800 31.82

Entergy Corp etr

Date Open High Low Close Volume Adj Close
12/1/2011 70.32 74.00 69.54 73.05 1325500 73.05
11/1/2011 68.20 70.38 66.20 70.36 1973500 70.36
10/3/2011 66.06 70.16 62.66 69.17 1429900 68.34

GenOn Energy gen

Date Open High Low Close Volume Adj Close
12/1/2011 2.70 2.78 2.30 2.61 7237600 2.61
11/1/2011 2.92 3.05 2.46 2.72 7179300 2.72
10/3/2011 2.75 3.18 2.47 3.05 8312500 3.05

NRG Energy nrg

Date Open High Low Close Volume Adj Close
12/1/2011 19.69 19.85 17.47 18.12 2684700 18.12
11/1/2011 20.76  22.61 18.71 19.68 2841000 19.68
10/3/2011 21.00 22.16 18.65 21.42 2953400 21.42

PPL Corp ppl

Date Open High Low Close Volume Adj Close
12/1/2011 29.91  30.11 28.28 29.42 4124200 29.42
11/1/2011 28.87 30.27 28.28 30.02 4823300 29.67
10/3/2011 28.50 29.78 27.00 29.37 3984900 29.02

Sempra Energy sre

Date Open High Low Close Volume Adj Close
12/1/2011 53.24 55.61 51.53 55.00 1165000 55.00
11/1/2011 52.51 54.37 50.53 53.19 1213500 52.70
10/3/2011 51.43 55.58 48.38 53.73 1318400 53.23

28.58

Q4 Average

11.218

38.845

50.982

3.195

32.932

68.823

2.707

19.908

28.953

52.667



TransAlta
12/1/2011
11/1/2011
10/3/2011

Source:
finance.yahoo.com
Historical Stock Quotes

21.49
21.57
21.65

21.93
21.84
23.04

19.63
19.77
20.50

20.62
21.56
22.02

56500
75100
55800

20.62
21.56
21.73

21.118



IMPLIED PREMIUMS FOR US MARKET
Last updated January 2012

These implied premiums are calculated using the S&P 500.

Implied Analyst
Earnings Dividend Change in | Change in T.Bond Smoothed | Premium Growth

Year Yield Yield S&P 500 Earnings | Dividends | Earnings | Dividends | T.Bill Rate Rate Bond-Bill Growth (DDM) Estimate Implied Premium (FCFE) |ERP/Riskfree Rate
1960 5.34% 3.41% 58.11 3.1 1.98 0.0266 2.76% 0.10% 2.45%

1961 4.71% 2.85% 71.55 3.37 2.04 8.60% 2.91% 2.13% 2.35% 0.22% 2.41% 2.92% 2.92% 1.24
1962 5.81% 3.40% 63.1 3.67 2.15 8.79% 5.21% 2.73% 3.85% 1.12% 4.05% 3.56% 3.56% 0.92
1963 5.51% 3.13% 75.02 4.13 2.35 12.75% 9.45% 3.12% 4.14% 1.02% 4.96% 3.38% 3.38% 0.82
1964 5.62% 3.05% 84.75 4.76 2.58 15.23% 10.08% 3.54% 4.21% 0.67% 5.13% 3.31% 3.31% 0.79
1965 5.73% 3.06% 92.43 5.3 2.83 11.20% 9.42% 3.93% 4.65% 0.72% 5.46% 3.32% 3.32% 0.71
1966 6.74% 3.59% 80.33 5.41 2.88 2.23% 1.96% 4.76% 4.64% -0.12% 4.19% 3.68% 3.68% 0.79
1967 5.66% 3.09% 96.47 5.46 2.98 0.85% 3.37% 4.21% 5.70% 1.49% 5.25% 3.20% 3.20% 0.56
1968 5.51% 2.93% 103.86 5.72 3.04 4.81% 2.09% 5.21% 6.16% 0.95% 5.32% 3.00% 3.00% 0.49
1969 6.63% 3.52% 92.06 6.1 3.24 6.66% 6.49% 6.58% 7.88% 1.30% 7.55% 3.74% 3.74% 0.47
1970 5.98% 3.46% 92.15 5.51 3.19 -9.72% -1.61% 6.53% 6.50% -0.03% 4.78% 3.41% 3.41% 0.52
1971 5.46% 3.10% 102.09 5.57 3.16 1.15% -0.74% 4.39% 5.89% 1.50% 4.57% 3.09% 3.09% 0.52
1972 5.23% 2.70% 118.05 6.17 3.19 10.76% 0.71% 3.84% 6.41% 2.57% 5.21% 2.72% 2.72% 0.42
1973 8.16% 3.70% 97.55 7.96 3.61 28.93% 13.24% 6.93% 6.90% -0.03% 8.30% 4.30% 4.30% 0.62
1974 13.64% 5.43% 68.56 9.35 3.72 17.48% 3.14% 8.00% 7.40% -0.60% 6.42% 5.59% 5.59% 0.76
1975 8.55% 4.14% 90.19 7.71 3.73 -17.54% 0.30% 5.80% 7.76% 1.96% 5.99% 4.13% 4.13% 0.53
1976 9.07% 3.93% 107.46 9.75 4.22 26.39% 13.10% 5.08% 6.81% 1.73% 8.19% 4.55% 4.55% 0.67
1977 11.43% 5.11% 95.1 10.87 4.86 11.53% 15.07% 5.12% 7.78% 2.66% 9.52% 5.92% 5.92% 0.76
1978 12.11% 5.39% 96.11 11.64 5.18 7.07% 6.60% 7.18% 9.15% 1.97% 8.48% 5.72% 5.72% 0.63
1979 13.48% 5.53% 107.94 14.55 5.97 25.01% 15.23% 10.38% 10.33% -0.05% 11.70% 6.45% 6.45% 0.62
1980 11.04% 4.74% 135.76 14.99 6.44 3.01% 7.81% 11.24% 12.43% 1.19% 11.01% 5.03% 5.03% 0.4
1981 12.39% 5.57% 122.55 15.18 6.83 1.31% 6.08% 14.71% 13.98% -0.73% 11.42% 5.73% 5.73% 0.41
1982 9.83% 4.93% 140.64 13.82 6.93 -8.95% 1.58% 10.54% 10.47% -0.07% 7.96% 4.90% 4.90% 0.47
1983 8.06% 4.32% 164.93 13.29 7.12 -3.84% 2.76% 8.80% 11.80% 3.00% 9.09% 4.31% 4.31% 0.37
1984 10.07% 4.68% 167.24 16.84 7.83 26.69% 9.85% 9.85% 11.51% 1.66% 11.02% 5.11% 5.11% 0.44
1985 7.42% 3.88% 211.28 15.68 8.2 -6.91% 4.74% 7.72% 8.99% 1.27% 7.89% 4.03% 6.75% 3.84% 0.43
1986 5.96% 3.38% 242.17 14.43 8.19 -7.93% -0.15% 6.16% 7.22% 1.06% 5.54% 3.36% 6.96% 3.58% 0.5
1987 6.49% 3.71% 247.08 16.04 9.17 11.10% 11.99% 5.47% 8.86% 3.39% 9.66% 4.18% 8.58% 3.99% 0.45
1988 8.20% 3.68% 277.72 24.12 10.22 50.42% 11.49% 6.35% 9.14% 2.79% 9.76% 4.12% 7.67% 3.77% 0.41
1989 6.80% 3.32% 353.4 24.32 11.73 0.83% 14.80% 8.37% 7.93% -0.44% 9.58% 3.85% 7.46% 3.51% 0.44
1990 6.58% 3.74% 330.22 22.65 12.35 -6.87% 5.26% 7.81% 8.07% 0.26% 7.39% 3.92% 7.19% 3.89% 0.48
1991 4.58% 3.11% 417.09 19.3 12.97 -14.79% 5.03% 7.00% 6.70% -0.30% 6.34% 3.27% 7.81% 3.48% 0.52
1992 4.16% 2.90% 435.71 20.87 12.64 8.13% -2.59% 5.30% 6.68% 1.38% 4.67% 2.83% 9.83% 3.55% 0.53
1993 4.25% 2.72% 466.45 26.9 12.69 28.89% 0.41% 3.50% 5.79% 2.29% 4.73% 2.74% 8.00% 3.17% 0.55
1994 5.89% 2.91% 459.27 31.75 13.36 18.03% 5.34% 5.00% 7.82% 2.82% 7.23% 3.06% 7.17% 3.55% 0.45
1995 5.74% 2.30% 615.93 37.7 14.17 18.74% 6.00% 3.50% 5.57% 2.07% 5.65% 2.44% 6.50% 3.29% 0.59
1996 4.83% 2.01% 740.74 40.63 14.89 7.77% 5.10% 5.00% 6.41% 1.41% 6.13% 2.11% 7.92% 3.20% 0.5
1997 4.08% 1.60% 970.43 44.09 15.52 8.52% 4.25% 5.35% 5.74% 0.39% 5.45% 1.67% 8.00% 2.73% 0.48
1998 3.11% 1.32% 1229.23 44.27 16.2 0.41% 4.37% 4.33% 4.65% 0.32% 4.60% 1.38% 7.20% 2.26% 0.49
1999 3.07% 1.14% 1469.25 51.68 16.71 16.74% 3.16% 5.37% 6.44% 1.07% 5.75% 1.20% 12.50% 2.05% 0.32
2000 3.94% 1.23% 1320.28 56.13 16.27 8.61% -2.65% 5.73% 5.11% -0.62% 3.71% 1.65% 12.00% 2.87% 0.56
2001 3.85% 1.37% 1148.09 38.85 15.74 -30.79% -3.24% 1.80% 5.05% 3.25% 3.56% 1.73% 10.30% 3.62% 0.72
2002 5.23% 1.83% 879.82 46.04 16.08 18.51% 2.15% 1.20% 3.81% 2.61% 3.57% 2.29% 8.00% 4.10% 1.08
2003 4.87% 1.61% 1111.91 54.69 17.88 18.79% 11.19% 1.00% 4.25% 3.25% 5.35% 2.12% 11.00% 3.69% 0.87
2004 5.58% 1.60% 1211.92 67.68 19.407 23.75% 8.54% 2.18% 4.22% 2.04% 4.90% 2.02% 8.50% 3.65% 0.86
2005 5.47% 1.79% 1248.29 76.45 22.38 12.96% 15.32% 4.31% 4.39% 0.08% 6.16% 2.20% 8.00% 4.08% 0.93
2006 6.18% 1.77% 1418.3 87.72 25.05 14.74% 11.93% 4.88% 4.70% -0.18% 5.93% 1.97% 12.50% 4.16% 0.89
2007 5.62% 1.89% 1468.36 82.54 27.73 -5.91% 10.70% 3.31% 4.02% 0.71% 5.03% 2.06% 5.00% 4.37% 1.09
2008 7.24% 3.11% 903.25 65.39 28.05 -20.78% 1.15% 1.59% 2.21% 0.62% 2.11% 2.06% 4.00% 6.43% 2.91
2009 5.35% 2.00% 1115.1 59.65 22.31 -8.78% -20.46% 0.14% 3.84% 3.70% 0.28% 2.60% 7.20% 4.36% 1.14
2010 6.65% 1.84% 1257.64 83.66 23.12 40.25% 3.63% 0.13% 3.29% 3.16% 3.33% 2.24% 6.95% 5.20% 1.58




